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August 17, 2009

To the Honorable Mayor and Town Council
Town of Smyrna
Smyrna, Delaware

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, each major fund and the aggregate remaining fund information of the Town of
Smyrna, Smyra, Delaware, as of and for the year ended December 31, 2008, which collectively
comprise the Town's basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the Town of Smyrna's management. Our responsibility is fo express
an opinion on these financial statements based on our qudit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audit provides a reasonable basis
for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major
fund and the aggregate remaining fund information of the Town of Smyma, Smyra, Delaware, as of
December 31, 2008, and the respective changes in financial position and cash flows, where
applicable thereof, for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated August 17,
2009, on our consideration of the Town of Smyrna's internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, grant agreements and
other matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on
the internal control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards and important for assessing the
resuits of our audit.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Town of Smyra's basic financial statements. The combining nonmajor
governmental fund financial statements on pages 48 and 49 are presented for purposes of additional
analysis and are not a required part of the basic financial statements. The combining nonmajor
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To the Honorable Mayor and Town Council
Town of Smyrna

governmental fund financial statements have been subjected to the auditing procedures applied in
the audit of the basic financial statements and, in our opinion, are fairly stated, in all material
respecits, in relation to the basic financial statements taken as a whole.

The Management's Discussion and Analysis on pages 3 - 12 and the schedule of funding progress -
pension plans on page 47 are not required parts of the basic financial statements but are
supplementary information required by accounting principles generally accepted in the United States
of America. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the required
supplementary information. However, we did not audit the information and express no opinion on it.
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Town of Smyrna
Management's Discussion and Analysis - Unaudited
December 31, 2008

The Honorable Mayor and Town Council are pleased to present to readers of the financial statements
of the Town of Smyrna this narrative overview and analysis of the financial activities of the Town for the
calendar year ended December 31, 2008. Readers are encouraged to consider the information
presented here in conjunction with additional information furnished in the financial statements and
notes to the financial statements,

FINANCIAL HIGHLIGHTS

>

In the governmental activities, general revenues and transfers accounted for 62 percent of
total revenues and program revenues 38 percent of total revenues (prior year, 56 percent and
44 percent, respectively). A significant portion of the general revenues increase is attributable
to increased revenues from property taxes as a result of a millage rate increase from the prior
year and a gain from the sale of land that had been held for resale. The decrease in program
revenues is affributed mostly to a decrease in developer infrastructure contributions and
impact fees/special assessments related to construction activities in the Town.

In the governmental activities, current total expenditures increased from $7,702,874 in 2007 to
$8,111,209 in 2008. This represents a six percent increase. This increase is attributable mostly
to an increase in the cost of providing public safety and public works services to the Town.

Total revenues in the Town’s General Fund increased from $5,256,636 in 2007 to $5,719,791 in
2008. This represents a nine percent increase in total revenues for the General Fund. This
increase is attributable to an increase in property taxes which is a result of an increase in
property tax rates.

As of the end of the current fiscal year, the Town's Governmental Funds reported combined
ending fund balances of $7,873,456 which is an increase from the prior year balance of
$4,933,140. This increase is attributable to a receipt of loan proceeds that will be used to
finance construction for the municipal complex and electrical installation services.

As of the end of the current fiscal year, the Town's business-type activities and proprietary funds
reported combined net assets of $22,273,428, an increase of $1 256,957 as compared to the
prior year. The current year increase in net assets can be attributed to capital acquisitions net
of any applicable debt and the results of current year operations. User charges approximated
the prior year due to stable rates and a slight increase in customers.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are infended to serve as an introduction to the Town’s basic financial
statements. The Town of Smyrma’s basic financial statements are comprised of three components:

1. Entity-wide financial statements
2. Fund financial statements
3. Notes to the financial statements



Town of Smyrna
Management's Discussion and Analysis - Unaudited (cont'd)
December 31, 2008

This report also contains other supplementary information in addition to the basic financial statements
themselves.

Entify-wide Financial Statements. The entity-wide financial statements are desighed to provide
readers with a broad overview of the Town’s finances, in a manner similar to a private-sector business.
There are two entity-wide statements presented in this report.

° The Statement of Net Assets presents information on all of the Town’s assets and liabilities, with
the difference between the two reported as net assefs. Over time, increases or decreases in net
assets may serve as a useful indicator of whether the financial position of the Town is improving
or deteriorating.

° The Statemnent of Activities presents information showing how the Town’s net assets changed
during the most recent fiscal year. All changes in net assets are reported as soon as the
underlying event giving rise to the change occurs, regardiess of the timing of related cash
flows. Thus, revenues and expenses are reported in this statement for some items that will result
in cash flows only in future fiscal periods (e.g., uncollected taxes and compensated absences.)

Both of the entity-wide financial statements distinguish functions of the Town that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions
that are intended to recover all or a significant portion of their costs through user fees and charges
(business-type activities).

In the entity-wide financial statements, the District's activities are divided into two categoties:

o Governmental Activities: Most of the Town’s basic services are included here, such as general
government, public safety, public works, sanitation, economic development, and culture and
recreation.

° Business-fype Activities: The Town charges fees to help it cover the costs of certain services
provided, such as water and sewer operations and an electric distribution operation. The Town
purchases 100 percent of its electric supply requirements from the Delaware Municipal Electric
Corporation (DEMEC) under a long-term full requirements service contract. In addition, the Town
is charged a fee by Kent County to discharge the Town's proportionate share of waste water into
its respective facilities under an operating contract.

The entity-wide financial statements can be found on pages 13 and 14 of this report.

Fund Financial Statements. The fund financial statements provide more detailed information about
the Town’s funds. A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The Town, like other state
and local governments, uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements. All of the funds of the Town can be divided into three categories:
Governmental Funds, Proprietary Funds and Fiduciary Funds.

Governmental Funds: Most of the Town’s basic services are included in Governmental Funds.
Governmental Funds are used to account for essentially the same functions reported as governmental
activities in the entity-wide financial statements. However, unlike the entity-wide financial statements,
Governmental Fund financial statements focus on shorf-term inflows and outflows of spendable
resources, as well as on balances of spendable resources available at the end of the fiscal year,
Such information may be useful in evaluating a government's near-term financing requirements.



Town of Smyrna
Management's Discussion and Analysis - Unaudited (cont'd)
December 31, 2008

Because the focus of Governmental Funds is narrower than that of the entity-wide financial statements,
it is useful to compare the information presented for Governmental Funds with similar information
presented for governmental activities in the entity-wide financial statements. By doing so, readers
may better understand the long-term impact of the government’s near-term financing decisions. Both
the Governmental Funds balance sheet and the Governmental Funds statement of revenues,
expenditures and changes in fund balances provide a reconciliation to facilitate this comparison
between Governmental Funds and Governmental Activities.

The Town maintains several individual Governmental Funds. Information is presented separately in the
Governmental Funds balance sheet and in the Govemmental Funds statement of revenues,
expenditures and changes in fund balances for the General Fund and the Capital Reserve Funds,
both of which are considered to be major funds.

Data from the Nonmajor Governmental Funds are combined into a single, aggregated presentation.
Individual fund data for each of these Nonmajor Governmental Funds is provided in the form of
combining statements in this report.

The Town adopts an annual appropriated budget for its General Fund. A budgetary comparison
statement has been provided for the General Fund to demonstrate compliance with the budget.

The basic Governmental Fund financial statements can be found on pages 15 to 18 of this report.

Proprietary Funds: The Town maintains two different types of Proprietary Funds: the Water and Sewer
Fund and the Electric Fund. These funds are Enterprise Funds. Enterprise Funds are used to report the
same functions presented as Business-type Activities in the entity-wide financial statements. These
funds account for the financial transactions related to the water and sewer operations and electric
distribution operations of the Town.

Proprietary Funds provide the same type of information as the entity-wide financial statements, only in
more detail. The Proprietary Fund financial statements provide separate information for the Water and
Sewer Fund and for the electric distribution operation, both of which are considered to be major funds
of the Town.

The basic Proprietary Fund financial statements can be found on pages 20 to 22 of this report.

Fiduciary Funds: The Town is the fiduciary for assets that belong to others, such as its employee
pension plans. The Town is responsible for ensuring that the assets reported in these funds are used for
their intended purposes and by those to whom the assets belong. Fiduciary Funds are used to
account for resources held for the benefit of parties outside the govermment. Fiduciary Funds are nof
reflected in the entity-wide financial statement because the resources of those funds are not available
to support the Town’s own programs.

The basic Fiduciary Fund financial statements can be found on page 23 and 24 of this report.

Notes fo the Financial Statements. The notes provide additional information that is essential to a full
understanding of the data provided in the entity-wide and fund financial statements. The notes to the
financial statements can be found on pages 25 to 46 of this report.



Town of Smyrna
Management's Discussion and Analysis - Unaudited (cont'd)
December 31, 2008

Other Information. The combining statements referred to earlier in connection with the Nonmajor
Governmental Funds are presented immediately following the footnotes. Combining and individual
fund statements and schedules can be found on pages 47 through 49 of this report.

ENTITY-WIDE FINANCIAL ANALYSIS

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial
position. In the case of the Town of Smyrna, assets exceeded liabilities by $44,167,838 at the close of
the most recent calendar year. The table below summarizes the net assets of the Town at December
31, 2008 and 2007.

STATEMENT OF NET ASSETS
Governmental Activities Business-type Activities Totals
2008 2007 2008 2007 2008 2007

Assets:
Current and other assets $ 9,916,230 $ 5900,175 $ 5,192,192 $ 5,795,764 $15,108,422  $11,695,939
Capital assets 17,485,893 15,557,668 27,484,247 25,839,506 44,970,140 41,397,174

Total Assets 27,402,123 21,457,843 32,676,439 31,635,270 60,078,562 53,093,113
Liabilities:
L.ong-term liabilities 3,605,344 297,224 7,302,352 7,581,160 10,907,696 7,878,384
Other liabilities 1,902,369 965,695 3,100,659 3,037,639 5,003,028 4,003,334

Total Liabilities 5,507,713 1,262,919 10,403,011 10,618,799 15,910,724 11,881,718
Net Assets:
Invested in capital assets, net

of related debt 16,572,941 15,557,668 19,989,271 18,048,736 36,562,212 33,606,404

Unrestricted 1,126,660 268,091 2,284,157 2,967,735 3,410,817 3,235,826
Restricted 4,194,809 4,369,165 - - 4,194,809 4,369,165
TOTAL NET ASSETS $21,894,410  $20,194,924  $22,273,428 $21,016,471 $44,167,838 $41 ,211,395

By far the largest portion of the Town'’s net assets (83 percent) reflects its investments in capital assets
(e.g. land, buildings, machinery, equipment and infrastructure); less any related debt used o acquire
those assets that is sfill outstanding. The Town uses these assefs to provide services to citizens;
consequently, these assets are not available for future spending. Although the Town'’s investment in its
capital assets is reported net of related debt, it should be noted that the resources needed to repay
this debt must be provided from other sources, since the capital assets themselves cannot be used to
liquidate these liabilities.

An additional portion of the Town’s net assets (10 percent) represents resources that are subject to
restrictions on how they may be used. The remaining balance of unrestricted net assets, $3,410,817,
may be used to meet the government's ongoing obligations to citizens and creditors.



Town of Smyrna
Management's Discussion and Analysis - Unaudited (cont'd)
December 31, 2008

The Town’s net assets increased by $2,956,443 during the current year. This growth represents the
degree to which increases in ongoing revenues such as increases in rates, developer contributions,
and investment earnings have outstripped similar increases in ongoing expenses.

Governmental Activities. Governmental activities increased the Town’s net assefs by $1,699,486,
thereby accounting for 58 percent of the total growth in the net assets of the Town. The Town's
change in net assets remained relatively the same as last year, reflecting an increase of 18 percent
as compared to the prior year change in net assets. This reflects the degree to which increases in
ongoing revenues and expenses are being carefully managed by the Town. This is due mostly to the
increase in property tax revenues that outstripped the general increase in the cost of providing public
safety and public works services to the Town residents.

Business-fype Activities. Business-type activities increased the Town's net assets by $1,256,957,
accounting for 42 percent of the total growth in the Town’s net assets. The Town's change in net assets
decreased by 36 percent as compared to the prior year. This was due mostly fo an increase in the
cost of purchasing electricity for the Town'’s residents. Fortunately, the town has been able to manage
such increases by effectively managing the user fees for providing these services and maintaining a
positive change in net assets.

Changes in the net assets of the Town are highlighted in the following table:

STATEMENT OF CHANGES IN NET ASSETS

Governmental Activities Business-type Activities Totals
2008 2007 2008 2007 2008 2007

REVENUES
Program revenues:
Charges for services $ 2,317,645 § 2,632,534 $16,251,544 $15259,973  $18,569,189  $1 7,892,507
Operating grants and contributions 519,984 554,430 - - 519,984 554,430
Capital grants and contributions 852,537 851,855 1,404,042 2,267,173 2,256,579 3,119,028
General revenues:

Property taxes 1,841,492 1,201,024 - - 1,841,492 1,201,024

Transfer taxes 1,051,590 962,133 - - 1,051,590 962,133

Franchise fees 125,903 116,123 - - 125,903 116,123

Investment earnings 196,127 303,640 2,396 1,805 198,523 305,445

Net gain on sale of capital assets 602,138 - - - 602,138 -

Other 75,126 42,196 - - 75,126 42,196
TOTAL REVENUES 7,582,542 6,663,935 17,657,982 17,528,951 25,240,524 24,192,886
EXPENSES
General government 541,804 759,203 - - 541,804 759,203
Public safety 3,347,620 3,038,754 - - 3,347,620 3,038,754
Public works 2,686,125 2,463,952 - - 2,686,125 2,463,952
Planning and inspection 797,144 836,185 - - 797,144 836,185
Library 272,447 283,318 - - 272,447 283,318
Culture and recreation 356,473 301,762 - - 356,473 301,762
Business park 13,325 12,805 - - 13,325 12,805
Neighborhood housing rehabilitation - 6,895 - - - 6,895
Interest on long-term debt 96,271 - - - 96,271 -
Electric - - 11,429,814 10,582,868 11,429,814 10,582,868
Water/sewer - - 2,743,058 2,499,947 2,743,058 2,499,947
TOTAL EXPENSES 8,111,209 7,702,874 14,172,872 13,082,815 22,284,081 20,785,689




Town of Smyrna
Management's Discussion and Analysis - Unaudited (cont'd)
December 31, 2008

STATEMENT OF CHANGES IN NET ASSETS

(cont'd) Governmental Activities Business-type Activities Totals
2008 2007 2008 2007 2008 2007

Change in net assets before

Transfers (528,667) (1,038,939) 3,485,110 4,446,136 2,956,443 3,407,197
Transfers 2,228,153 2,474,694 (2,228,153) (2,474,694) - -
CHANGE IN NET ASSETS 1,699,486 1,435,755 1,256,957 1,971,442 2,956,443 3,407,197
NET ASSETS, BEGINNING

OF YEAR 20,194,924 18,759,169 21,016,471 19,045,029 41,211,395 37,804,198

NET ASSETS, END OF YEAR . $21.894,410.  $20,194,924  $22,273,428 $21,016,471 $44,167,838  $41,211,395

The following charts illustrate the revenue sources and uses of funds for the governmental activities of
the Town:

Revenues by Source

Charges for services

B  Operating grants and
contributions

O  Capital grants and
contributions

0O Property taxes

M Transfer taxes

25% 9%

Other

Expenses by Program

General government
7%

9%

B Public safety

0O Public works
41%

O Planning and inspection

M Other




Town of Smyrna
Management's Discussion and Analysis - Unaudited (cont'd)
December 31, 2008

The following charts illustrate the revenue sources and uses of funds for the business-type activities of
the Town:

Revenues by Source

Capital
contributions
7%

Charges for
services
93%

Expenses by Program

Water/Sewer
19%

Electric
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Town of Smyrna
Management's Discussion and Analysis - Unaudited (cont'd)
December 31, 2008

FINANCIAL ANALYSIS OF THE TOWN'S FUNDS

As noted earlier, the Town uses fund accounting fo ensure and demonstrate compliance with finance-
related legal requirements.

Governmental Funds. The focus of the Town's Governmental Funds is to provide information on near-
term inflows, outflows and balances of spendable resources. Such information is useful in assessing
the Town’s financing requirements. In particular, unreserved fund balance may serve as a useful
measure of a government's net resources available for spending at the end of the calendar year.

As of the end of the current calendar year, the Town’s Governmental Funds reported combined
ending fund balances of §7,873,456. The primary component of this figure is the fund balance of the
Capital Reserve Fund at $7,343,233, which is reserved for future capital projects.

The General Fund is the primary operating fund of the Town. At the end of the current calendar year,
the fund balance of the General Fund was $322,647, all of which was considered unrestricted. As a
measure of the general fund's liquidity, it may be useful to compare both unreserved fund balance to
total fund expenditures. As of December 31, 2008, unreserved, undesignated fund balance
represented approximately five percent of total general fund expenditures.

The fund balance of the Town’s General Fund decreased by $241,328 during the current calendar
year. This is an increase of 25 percent as compared to the prior year decrease in fund balance. This
increase is due mostly to the increase in property tax revenues that outstripped similar increases in the
cost of providing general government, public safety and public works services.

Proprietary Fund. The Town’s Proprietary Fund provides the same type of information found in the
entity-wide financial statements but in more detail.

The unrestricted net assets of the Water and Sewer Fund and the Electric Fund at the end of the year
amounted to $2,284,157. The total growth in net assets for both funds was $621,967 and $634,990,

respectively. Other factors concerning the finances of these two funds have already been addressed
in the discussion of the Town’s business-type activities.

GENERAL FUND BUDGETARY HIGHLIGHTS

The schedule comparing the Town's budget and actual results can be found on page 19. A summary
of variations between budget amounts and actual results is as follows:

e  Original budgeted revenues and expenditures increased relative to infergovernmental revenues
for grants that were not originally anticipated during the 2008 budgeting process.

e Actual revenues exceeded budgeted amounts by $794,717. Amounts received for property
taxes, special assessment fees and intergovernmental grants exceeded budgeted amounts by
$120,473, $388,261 and $178,587, respectively.

®  Actual expenditures were $486,404 under budgeted amounts, or six percent of the total budget.

-10-



Town of Smyrna
Management's Discussion and Analysis - Unaudited (cont'd)
December 31, 2008

Capital Assets and Debt Administration

Capifal Assefs. The Town's investment in capital assets for its governmental and business-type
activities as of December 31, 2008 amounts to $44,970,140 (net of accumulated depreciation). The
following table shows the breakdown of this figure.

CAPITAL ASSETS (net of depreciation)

Governmental Activities Business-type Activities Totals
2008 2007 2008 2007 2008 2007
Land $ 1,249,124 $1,195768 $ 85171 $ 45171 § 1,334,295 §$ 1,240,939
Construction-in-progress 1,880,652 714,069 1,201,293 651,157 3,181,945 1,365,226
Land improvements 401,565 225,841 - - 401,565 225,841
Buildings and improvements 1,646,095 1,689,448 2,401,838 2,460,956 4,047,933 4,150,404
Infrastructure 10,648,309 10,567,477 23,427,636 22,287,500 34,075,045 32,854,977
Machinery and equipment 1,560,148 1,165,065 368,309 394,722 1,928,457 1,559,787

$17,485,893 $15,557,668 $27,484,247 $25,839,506 $44,970,140 $41,397,174

Significant capital asset events within the governmental activities included the following purchases
and project expenditures:

. Public safety machinery and equipment totaling $254,743

® General government machinery and equipment totaling $220,328

° Public works machinery and equipment totaling $153,966

® Streetscape improvement project totaling $195,035

° Park development project totaling $174,684

® Municipal complex project totaling $153,966

® Infrastructure assets turned over to the town from developers totaling $388,295

Significant capital asset events within the business-type activities included the following project
expenditures:

® Town’s Four Corners water and sewer project totaling $139,120

® Mill Creek water and sewer project totaling $188,449

° North water, water and sewer project totaling $125,154

o Infrastructure assets turned over to the town from developers fotaling $414,713

® Historical downtown electrical project fotaling $431,114

o General electrical installation costs due to continued growth in Smyrna totaling $796,836

Additional information on the Town's capital assets can be found in Note 4 of this report.



Town of Smyrna
Management's Discussion and Analysis - Unaudited (cont'd)
December 31, 2008

Qutstanding Debt
Loans Payable

2008 2007
Governmental activities $ 3,297,079 $ -
Business-type activities 7,494,976 7,790,770
TOTAL $ 10,792,055 $ 7,790,770

The current legal long-term debt limit for the Town cannot exceed 4.5 percent of the fotal assessed
valuation of all taxable property in the Town. This amounts to $32,489,581 of the total assessed
valuation, which is significantly more than the Town’s outstanding debt.

In May 2008, the Town obtained permanent financing in the amount of $3,356,000. The proceeds of
this note will be used to finance construction for the municipal complex and electrical installation
services for the Four Corners Shopping Center.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET AND RATES

> The Town adopted its 2009 General Fund budget in December 2008 totaling $6,423,008
(includes indirect costs of $1,213,852) in revenues and $8,588,357 in expenditures. The
difference between budgeted revenues and expenditures will be subsidized through operating
transfers from the proprietary funds. This budget represents a decrease in budgeted revenues of
two percent and a decrease in budgeted expenditures of three percent. Property tax rates
remained the same as in the prior year at 25.26 cents per $100 of assessed value.

> The maijority of the Town'’s city limits are in Kent County of which the unemployment rate for the
county was reported at 5.8 percent in December 2008. This compared favorably to the state’s
unemployment rate of 6.2 percent. ‘

> The Town’s total population at December 2008 is currently estimated at 10,435, an increase
from the 2000 census, which placed the Town's total population at 5,679. It also is an increase
from the estimated population at December 2007 of 9,975.

> The Town'’s occupancy rate for its central business district is currently 95 percent.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the Town's finances for all those with
an interest in the government’s finances. Questions concerming any of the information provided in this
report or requests for additional financial information should be addressed to the Manager of

Accounting and Business Services, Town of Smyrna, P.O. Box 307, 27 South Market Street Plaza,
Smyrna, DE 19977,

-12-



—_—
£LL'e60'eS §

S6E'LLZ LY
6EL'GOL'Y
0SZ'0Le
912'€S
9Z8'GET'E
¥0¥'909°'ce

812°188°L1
$8£'848°2
9.6'v6V'L
80v'c8e

YEE'E00'Y
045°802

¥6.°'G62
LEVZ6L

£€20'8
88L°1¥9'L
8902

8zL'LL
266265t ¢

B N v

€L1'e60'eS ¢

VLL'L6ELY
182'655"L
116'v58°2¢
YOv'0SL'Y
1v8'62Z
922'G9¢E’L
6£6°0V2°L

6£6'669'L 1
045802

080°GY
L2s'srlL
00Z'¥9
1vS'LS6
8G8°'LiY
$62°986°
056294
0€£0'810°G
888'L0LL $

002

——————
Z95'8,0'09 $

8€8°29L vy
€£2'286°¢
ovL'syiL
9EV°'65
L18°0Lp'e
2l2'29s'9¢e

¥2L'016'GL
969'206'01
¥8€'6.€°01L
z1e'82s

820°€00°S
L18°262

1L9°CLY
9€9°8Z
6EL°1€6
£88'89€"L
62’92

STA N
808'v98'L ¢

295'820'09 $

OPL'046vY
15¥'826°L
Sv6'GL0'vE
£€6°LV0'Y
§96°L0V
Sy6'L8L'E
G6Z'PEE’L

2Zr'80L’sl
118'1S2

$85°9G1
91'8
LBE'GYO’L

990°10L'€
G1£°602
016'569'9
280've0'e  §

8002

e

6£v°'9.9'2€  §
8zZv'eLz'ee

151'982°C
112°686'61

LLO'E0V 0L
¢5e°20e'L
660'881°L
€52yl

659°00L°¢
L18°1G62

128°90¢

199°¢
vL2'92T'L
628'61

444 4"
£€eg'Liz'L %

B e

6£1'9/9'2¢ §

yTyeyie
60€°89¢
9€9'22v'€e
8€8°L0V'Z

£€62°L02'L
L21°68

26LZ6L'S
118°252

165°92
$0Z'vr0°L
lel'viz'e

£61°201
9G2°Trs $

sanplARoyY
adA)-ssauisng

‘Slustusiels {eoueuy asayy Jo ped jeibaiut ue sie sajou Buikuedwiodoe sy |

e N

gcleov'Le $

0ly've8'le
€€2°186'¢
ovi‘gyl
9¢v'65
099'9zL'L
L¥6°226'9L

€12°20G'G
¥¥e'609°e
G8ZLBL'E
650 VLY

69€°206'L

$62°501
9e9'8C
TLiv'iTe
691°291

0zv'9

£09'8L
G1T'€65 $

B it

ggLeor'iz $

£68'G8P'/1
871°096°L
60€'8¥9°0L
G60'9v9°L
G95°10V
259'086°L
vZL'evz'L

0e2'916'6

£66'621

91'8

81°L

GE6'98Y
GLE'60Z
1v1'88G'9
9z8'Lev'e ¢

SonIAnSY
[EIUBUWIUIBA0E)

(2002 ‘1€ 1oquade( Joj ejeq aAneIedWOY pazLBWIWNG YIIM)
8002 ‘i€ ¥39W303a

S13SSV 13N 40 INJWILVIS

VNYAWS 40 NMOL

S138SV L3N GNV S3ILIMIgVI TviolL

SL13SSV 13N TVLOL

spoafoud [ended ioj pajouisey

Sy10Mm 21gnd 1o} pajoLISaY

201j0d Joj PaYOUISEY

pajousaiun

199p pajefal Jo 18U ‘sjesse jejided ul psisaau)
S13SSV 13N

S3LITGYIT TVLIOL
Sanijiges JUa.LINJUON 10}
ojqeAed sueo}
$30Uasqe pajesuadwod paniddy
1sapjiqer] JusLINdUoN
Saniiger Jusung jejo}
susodap Jalepy
‘S)9SSY PajoLIsay woyy ajqeled samijiqer using
a|qeAed sueoj Jo uoipod usLNy
$d0uUdsqge paresuaduliod paniooy
snuanal pawdeqg
sysodap JadojpasQg
1S8J8)U panIooY
S}jauaq pue ssueles paniody
s|qeAed syunoooy
‘saniqer Juauny
s3umavi
S13SSV LIN ANV SILLITIEVIT

S13SSV TviOoL

SJASSY JUSLINJUON )0

juswdinba pue Asuiyoepy
ainonnseyu)
sjuawaaoidwi pue sbuipjing
sluswsAocidw puen
ssaiboud-ul-uoonnsuon
puer
‘Jau ‘sjasse [ended

1S}9SSY JUsLINSUON

S19SSY Juauny [ejo}.

susodsp solepy

1S}essy pajouysay
2jessl 1o} pjay pued
sasuadxs pledsid
SJUBLILIBAOB Joyio wol anq
Aiojuanug
S3|geA@93l JAYI0
9]qeAISI8l SUN0oTY
2|qeAl9dal Saxe |
SjusSULISaALY
sjuajeanbe yseo pue ysen

1S}oSSy ANy

$138sv



l.v_.l

‘Sjusslels jejoueull asay) Jo Hed [eiBsjur ue ase sejou Bulkuedwoosoe auj

GBELLZ LY $ 8€8°/91v¥ $ gzv'elz'ee $ 0Lv'v68°1Z § ¥VIA JO ANT ‘S1ISSV 13N
861 v08°/€ SBELLZ LY Li¥'910712 ¥Z6761°0¢ UVIA 40 ONINNIDFL ‘S1ISSVY LIN
161°20b' £Yb'966° 166'962°) 981°669°L S13ISSV L3N NI 3ONVHD
126'929°C 2..'v68°C (161'622'2) 625'021'9 SYIISNVHL ANV SINNIATY TVHINIO TVLOL
- - (£61'922'2) £61'822°C sisjsuel]
- 8€1°209 - 8€1°209 sjasse [enden Jo ajes uo uieb JaN
961°2¥ 9zL'GL - e TANCY] SNOBUE||20SIN
SH°60e £75'961 96£°2 121961 sbujuses juaunssaul
€zL'oLL £06'6Z1 - £06'621 S99} asiyouel
££1°296 065°L50°L - 065°150'1 SoXe} Iajsuel) ajejse ey
$20°102°L 26 1Lv8°L - Z6v'Lbe'L soxe} aje)ss [eay
saxej
SINNIAIY TVHINID
9/2°08. (6ze'9¢c6) yiL'z8¥'c (€v0'LZP'Y) 6459622 $ ¥96'6LG  § 68169581 $ 180'¥82°2Z $§
LEE VY'Y ¥L2Z8V°E ¥1.28v'€ - 0oL - ¥¥G'1L6291 2.8yl
186°950°L 788'G96 788°596 - v9°28s - 862°9z1L°c 8G0°EYL'T
0sg°/8¢€' z£8'916°Z 2£8'915° - 00v°128 - Tz TARY pL8'6ZY LL
(S50v99°¢) (Ev0'L2Y'y) - (ev0°L2y'Y) 1£5°268 $86'61S S¥9'L1ET 6021118
- (112796) - (122°96) - - - 112'96
(s68°9) - - - - - - -
(cog‘zl) (sze'el) - (gze'el) - - - SZe'cl
(zov'10¢) (e1v°95¢) - (c1995€) - - - €.¥'95¢
(9g6°221) (216°651) - (£26°GG1) - £Z.'%9 LS h'ee
(e61°821) (sz2'2€2) - (5z1'2¢2) - - 6L7'v96 Ph1L264
(ryS'viv) (£66°282) - (£66'281) 1£1°262 8€8'¥1LZ €95°068 6Z1'989'2
(€8v'9v9'2) (116'906°2) - (116'906°2) 908'65 £zh'ove 08y'ovL 029°1ve'e
£82'v8 $ zeo'gel ¢ . $ zeo'gzL ¢ - $ - $ 9ev'0L9  $ y08°'L¥S  $
1002 8002 SaRIAROY SaNIARIY suonnqIuod suopnqLyuo) EEETTVETS sasuadxy
adAj-ssauisng [eIUBULLIBAOY) pue sjueio pue sjueis) 10} sabieyn
JUBWILLIBAOY Atewilid jeyden Bupesadp

S19sSY 18N ul sebuey) pue anuaasy (asuadxy) JoN

sonusAay weibolg

(2002 ‘L€ 49qweoag papug Jesp ayj 10} ejeq SAlRIRdWOD paziiewwiIng Y3ip)
800Z ‘L€ ¥IFW3D3A AIANT HVIA IHL ¥O4
S3ALLIALLOV 40 INJW31VLS
VNYAWS 40 NMOL

INIWNYIAOD AUVININC TVLIOL

SIILIAILOV 3dAL-SSIANISNEG TVLOL
Jamag/iarem

fellitel=l |

S3LIALLOV 3dAL-SS3ANISNG

SIILIALLOV TVLINIWNYIA0D TVLIOL
199p wis)-Buoj uo isaivju|
uoneqeyss buisnoy pooysoqybian
yed sssuisng

uofeaidal pue ainyny

Aresqn

uonosdsui pue Buluueld

SHIOM DHgnd

Kyajes oyang

jusuIaA0b jelsusn

SIILIAILOV TVLNIWNYIA0D



ZLL'LL6'G $

Ov1'€e6'y
080°GY
6€L°GOL'Y
0szole
9/2'€S
G68'8LS

2.6'116
066822
96€£'8G1
158'89
9£6'01
€€8°0lS $

ZHL'LIB'S §

080°GY

189'8L1L
002Z'v9
Lv0'€9l
8¥.'26¢
056291
869'CL6'Y
vLLLs %

1002

0€2'916'6 $

95¥'€/8'L
€eT'eve’L
ovL'gyi
9et'6S
1y9'Tze

¥11°2v0'C
691291
160°08L°L
6€2°L01

GLZ'¢6S  $

0cZ'916'6 $

181°1
£66'621
1918

GE6'08Y
G1€£'60C
1¥1°885°9
9¢8'L6v'C $§

8002

9/6'20z $

9/6'/0¢2

ovi'syl
9e¥'6S

1

9/5'202 $

Zv6' Lyl
€965 $

spun4
[eIJUDWIUIBA0D)
JolewuopN

lﬁlwﬁ.l

\wvlzl'l $

geCEvE’L

£ETEVE’L

802 ¥8¢

80z'¥8e ¢

bWwv'l2l'L $

68Z'¢ve'S
zSLv8eC $

spung
aAIasaYy
feuded

€12'186'L $

L¥9'cee

FAL ALY

996°8G9°L
691°291
160°08L°L
6€C°L01L

190'60C $

€12°186'L $

181°1
£66'621
91°8

Ge6'98Y
G/€'602
91G°260°L
ovo'sy  $

pung
|eiauan

(£00Z ‘L€ 1oquvdaq 10} ejeQ SANRIRdWOY pazIBWWNG YIA)

800Z ‘L€ ¥3gW303a

SANNA TVINIANYIAOD - LI3HS FONVIVE

VNYANS 40 NMOL

‘sjuswisless [eroueul 9say) Jo Hed jeibsjur ue ae ssjou Bukuedwosoe sy |

S3ONVIVE ANN4 ANV S3LLMTIFVYI TVLoL

S3IONVIVE ANN4 TViOL

9|eSal 10} pue| J0) PaAlesal - a0UB[E] pun4

s109foud [eydeo 10§ pansosey
SHJOM 21|qnd 10} poAIoSEYy
a91j0d 10§ paAlosay
paAasalun

‘SIONVIVE aNN4

S3LINEVIT VLol

sysodap Jadojersq

anusAal pauvjaq

SJUBUS( puE SaLIE|eS PanIooy

spuny Jayjo o} ang

s|qefed sjunoooy

S3ALTgvii

SIONVIVE ANNd ANV S3LLNIgVIT

S13SSV V1oL

Jou ‘sjesal 10} pjay pue
Aiojusauj

sainypuadxs pledaiyg
SuswuIBA0b JaYyjo woy ang
Spuny JBYIo Wol) ang
9|QBAIS231 SJUNOJOY
8jgeAl@oal saxe |
SJUBLUISBAULY|

sjuajeAinba yseo pue ysen
S13ssY



TOWN OF SMYRNA

RECONCILIATION OF GOVERNMENTAL FUNDS BALANCE SHEET TO

STATEMENT OF NET ASSETS
DECEMBER 31, 2008

TOTAL GOVERNMENTAL FUND BALANCES

Amounts reported for governmental activities in the statement of net assets
are different because:

Capital assets used in governmental activities are not financial resources
and therefore are not reported in the funds.

Some of the Town's revenues are not available to pay for current expenditures
and therefore are not reported in the funds.

Long-term liabilities, including loans payable and accrued interest, are not
due and payable in the current period and therefore not reported in the funds.

Loans payable $(3,297,079)
Accrued interest (6,420)

Compensated absences that are not due and payable in the current period
are not reported in the funds.

NET ASSETS OF GOVERNMENTAL ACTIVITIES

The accompanying notes are an integral part of these financial statements.

216 -

$ 7,873,456

17,485,893

252,619

(3,303,499)

(414,059)

_S 21804410
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TOWN OF SMYRNA

RECONCILIATION OF STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN

FUND BALANCES OF GOVERNMENTAL FUNDS TO STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED DECEMBER 31, 2008

NET CHANGES IN FUND BALANCES - TOTAL GOVERNMENTAL FUNDS

Amounts reported for governmental activities in the statement of activities
are different because:

Governmental funds report capital outlays as expenditures. However, in the
the statement of activities, the cost of those assets is allocated over their
estimated useful lives as depreciation expense. This is the amount by which
capital outlay ($2,378,347) exceeded depreciation ($801,145).

In the statement of activities, contributed assets are recognized as a capital
contribution and as capital assets, whereas in the governmental funds,
they are not recognized.

The statement of activities reports a gain or loss on the disposal of capital
assets based on the proceeds received and the net book value of the assets
at the time of disposal. The loss on disposal is calculated as the excess of
the assets disposed ($126,423) over the accumulated depreciation of the
assets disposed ($89,151).

Revenues in the statement of activities that do not provide current financial
resources are not reported as revenues in the funds. Deferred revenues
decreased by this amount this year.

The issuance of long-term debt (e.g., loans payable) provides current financial
resources to governmental funds, while the repayment of the principal of
long-term debt consumes the current financial resources of governmental funds.
Neither transaction, however, has any effect on net assets. This is the amount
by which proceeds exceeded repayments.

Some expenses reported in the statement of activities do not require the use of
current financial resources and, therefore, are not reported as expenditures in
governmental funds.

Expenses accrued for compensated absences reported in the statement of
activities that do not require the use of current financial resources are not
reported as expenditures in the governmental funds. Compensated absences
decreased by this amount this year.

CHANGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES

The accompanying notes are an integral part of these financial statements.
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$ 2,940,316

1,677,202

388,295

(37,272)

97,744

(3,297,079)

(6,420)

36,700

$ 1,699,486



REVENUES
Taxes:

Property taxes

Transfer taxes
Special assessment/impact fees
Charges for services
Intergovernmental
Licenses, fees and permits
Fines and forfeits
Franchise fees
Investment income
Miscellaneous
TOTAL REVENUES

EXPENDITURES
Current:
General government
Public safety
Public works
Planning and inspection
Library
Culture and recreation
Business park
TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES)

Proceeds from the sale of capital assets

Refund of prior year expenditures

Appropriated fund balance

Transfers in

TOTAL OTHER FINANCING SOURCES
(USES)

NET CHANGES IN FUND BALANCE
FUND BALANCE, BEGINNING OF YEAR

FUND BALANCE, END OF YEAR

The accompanying notes are an integral part of these financial statements.

TOWN OF SMYRNA
BUDGETARY COMPARISON STATEMENT - GENERAL FUND
DECEMBER 31, 2008

Actual
Amounts Variance
Original Final (Budgetary Positive
Budget Budget Basis) (Negative)
$1,623,274 $1,623,274 $1,743,747 $ 120,473
1,050,000 1,050,000 1,051,590 1,590
235,800 235,800 624,061 388,261
882,000 882,000 945,717 63,717
242,000 281,000 459,587 178,587
552,000 552,000 564,434 12,434
100,000 100,000 85,312 (14,688)
110,000 110,000 125,903 15,903
60,000 60,000 35,778 (24,222)
31,000 31,000 83,662 52,662
4,886,074 4,925,074 5,719,791 794,717
772,568 772,568 717,819 54,749
3,392,089 3,431,089 3,439,570 (8,481)
1,644,690 1,644,690 1,610,426 34,264
1,012,767 1,012,767 790,029 222,738
312,988 312,988 256,168 56,820
460,759 460,759 351,120 109,639
30,000 30,000 13,325 16,675
7,625,861 7,664,861 7,178,457 486,404
(2,739,787) (2,739,787) (1,458,666) 1,281,121
- - 624,367 624,367
- - 46,375 46,375
381,100 381,100 - (381,100)
2,358,687 2,358,687 546,596 (1,812,091)
2,739,787 2,739,787 1,217,338 _(1,522,449)
- - (241,328) (241,328)
563,975 563,975 563,975 -
$ 563,975 $ 563,975 $ 322,647 $ (241,328)

-19-



ASSETS
Current Assets:
Cash and cash equivalents
Investments
Accounts receivable
Other receivables
Inventory
Prepaid expenses
Restricted Assets:
Meter deposits
Total Current Assets
Noncurrent Assets:
Capital assets, net

TOTAL ASSETS

LIABILITIES AND NET ASSETS
Current Liabilities:
Accounts payable
Accrued salaries and benefits
Due to other funds
Accrued interest
Developer deposits
Deferred revenue
Current portion of loans payable
Current Liabilities Payable from
Restricted Assets:
Meter deposits
Total Current Liabilities
Noncurrent Liabilities:
Accrued compensated absences
Loans payable
Total Noncurrent Liabilities
TOTAL LIABILITIES

NET ASSETS

Invested in capital assets, net of
related debt

Unrestricted

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

TOWN OF SMYRNA
STATEMENT OF NET ASSETS - PROPRIETARY FUNDS
DECEMBER 31, 2008
(With Summarized Comparative Data for December 31, 2007)

Water
Electric and Sewer Totals

Fund Fund 2008 2007
$ 21,127 $ 521,129 $ 542,256 $ 1,650,174
107,193 - 107,193 105,332
2,799,047 415,084 3,214,131 2,593,548
- - - 411,858
982,489 61,715 1,044,204 951,547
18,994 7,597 26,591 26,840
257,817 - 257,817 208,570
4,186,667 1,005,525 5,192,192 5,947,869
13,164,942 14,319,305 27,484,247 25,839,506
$17,351,609 $15,324,830 $32,676,439 $31,787,375
$ 1,169,330 $ 102,203 $ 1,271,533 $ 1,042,119
9,133 5,089 14,222 8,271
- - - 152,105
8,553 11,276 19,829 20,648
1,226,714 - 1,226,714 1,418,799
3,667 - 3,667 4,542
154,352 152,525 306,877 295,794
257,817 - 257,817 208,570
2,829,566 271,093 3,100,659 3,150,848
58,564 55,689 114,253 125,080
4,260,361 2,927,738 7,188,099 7,494,976
4,318,925 2,983,427 7,302,352 7,620,056
7,148,491 3,254,520 10,403,011 10,770,904
8,750,229 11,239,042 19,989,271 18,048,736
1,452,889 831,268 2,284,157 2,967,735
10,203,118 12,070,310 22,273,428 21,016,471
$17,351,609 $15,324,830 $32,676,439 $31,787,375

The accompanying notes are an integral part of these financial statements.



STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS -

OPERATING REVENUES
User service charges
Other operating revenue

Total Operating Revenues

OPERATING EXPENSES

Electric purchased

Sewer charges

System maintenance

Salaries and wages

Employee benefits

Depreciation

Supplies and maintenance

Truck and vehicles

Insurance

Administration expenses

Professional services

Minor capital additions
Total Operating Expenses

OPERATING INCOME

NONOPERATING REVENUES (EXPENSES)

Investment income
Interest expense
Intergovernmental

Total Nonoperating Expenses

INCOME BEFORE CONTRIBUTIONS AND

TRANSFERS
Transfers in
Transfers out
Developer capital contributions

CHANGE IN NET ASSETS

NET ASSETS, BEGINNING OF YEAR

NET ASSETS, END OF YEAR

TOWN OF SMYRNA

PROPRIETARY FUNDS

Electric
Fund

$12,771,000
354,246

13,125,246

8,927,732

82,051
708,192
471,919
484,263
138,369

37,650

38,269

47,130
214,493

19,388

11,169,456

1,955,790

2,350
(205,358)
55,000

(258,008)

1,697,782

462,815
(2,347,007)

821,400

634,990

9,568,128

$10,203,118

FOR THE YEAR ENDED DECEMBER 31, 2008
(With Summarized Comparative Data for the Year Ended December 31, 2007)

Water
and Sewer Totals
Fund 2008 2007
$ 3,062,288 $15,833,288 $15,056,223
64,010 418,256 203,750
3,126,298 16,251,544 15,259,973
- 8,927,732 8,231,998
1,016,040 1,016,040 970,761
194,272 276,323 171,548
485,810 1,194,002 1,062,874
329,233 801,152 730,847
337,301 821,564 746,754
85,297 223,666 220,746
15,810 53,460 40,642
15,409 53,678 46,939
50,795 97,925 85,164
127,327 341,820 385,802
5,940 25,328 26,208
2,663,234 13,832,690 12,720,283
463,064 2,418,854 2,539,690
46 2,396 1,805
(79,824) (285,182) (317,532)
- (55,000) (45,000)
(79,778) (337,7886) (360,727)
383,286 2,081,068 2,178,963
520,029 982,844 259,658
(863,990) (3,210,997) (2,734,352)
582,642 1,404,042 2,267,173
621,967 1,256,957 1,971,442
11,448,343 21,016,471 19,045,029
$12,070,310 $22,273,428 $21,016,471

The accompanying notes are an integral part of these financial statements.
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TOWN OF SMYRNA
STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS

FOR THE YEAR ENDED DECEMBER 31, 2008
(With Summarized Comparative Data for the Year Ended December 31, 2007)

CASH FLOWS FROM OPERATING ACTIVITIES:
Received from customers

Paid to suppliers for goods and services

Paid to employees for services

NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Transfers in

Transfers out

Advances to other funds

Grant-in-aid

NET CASH USED BY NONCAPITAL FINANCING ACTIVITIES

CASH FLOWS FROM CAPITAL AND RELATED FINANCING
ACTIVITIES:

Proceeds from loan payable

Repayment of loans payable

Developer contributions and repayments of escrows, net

Acquisition and construction of capital assets

Interest paid

NET CASH PROVIDED (USED) BY CAPITAL AND RELATED
FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:
Investment income
NET CASH PROVIDED BY INVESTING ACTIVITIES

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS, END OF YEAR

CASH FLOWS FROM QPERATING ACTIVITIES:
Operating income
Adjustments to reconcile operating income to net cash
provided by operating activities:
Depreciation
Changes in assets and liabilities:
(Increase) in accounts/other receivables
(Increase) Decrease in inventory
Decrease (Increase) in prepaid expenses
Increase in accounts payable
(Decrease) Increase in due to other funds
Increase in accrued salaries and benefits
(Decrease) in deferred revenue
Increase (Decrease) in meter deposit liability
(Decrease) in compensated absences
NET CASH PROVIDED BY OPERATING ACTIVITIES

Noncash capital and related financing activities:
Contributions of capital assets from developers

RECONCILIATION OF CASH AND CASH EQUIVALENTS
TO STATEMENT OF NET ASSETS:

Cash and cash equivalents

Meter deposits, restricted

TOTAL CASH AND CASH EQUIVALENTS

The accompanying notes are an integral part of these financial statements.

Water
Electric and Sewer Totals
Fund Fund 2008 2007
$12,909,813 $ 3,093,740 $ 16,003,553 $ 14,607,580
(9,446,477) (1,492,186) (10,938,663) (10,163,757)
51,186,306! (813,724) {2,000,030) (1,815,345)
2,277,030 787,830 3,064,860 2,628,478
462,815 520,029 982,844 259,658
(2,347,007) (863,990) (3,210,997) (2,734,352)
(107,193) - (107,193) (105,332)
(65,000) - (55,000) (45,000)
(2,046,385) (343,961) (2,390,346) (2,625,026)
- - - 5,410,470
(146,920) (148,874) (295,794) (4,803,081)
729,877 - 729,877 2,188,307
(1,358,127) (525,536) (1,883,663) (1,590,122)
(205,643) (80,358) (286,001) (308,696)
(980,813) (754,768) (1,735,581) 896,878
2,350 46 2,396 1,805
2,350 46 2,396 1,805
(747,818) (310,853) (1,058,671) 902,135
1,026,762 831,982 1,858,744 956,609
$ 278,944 $ 521,129 $ 800,073 $ 1,858,744
$ 1,955,790 $ 463,064 $ 2,418,854 $ 2,539,690
484,263 337,301 821,564 746,754
(166,116) (42,609) (208,725) (525,430)
(103,339) 10,682 (92,657) (236,242)
34 215 249 (6,162)
210,710 18,704 229,414 16,051
(152,105) - (152,105) 152,105
3,502 2,449 5,951 1,981
(29) (846) (875) (207)
49,247 - 49,247 (19,405)
(4,927) (1,130) (6,057) (40,657)
$ 2,277,030 $ 787,830 $ 3,064,860 $§ 2,628,478
$ - $ 582642 $ 582642 $ 2,725,356
$ 21,127 $ 521,129 $ 542,256 $ 1,650,174
257,817 - 257,817 208,570
$ 278,944 $ 521,129 3 800,073 $ 1,858,744

0.




ASSETS

Cash and cash equivalents
Investments
Insurance contracts

TOTAL ASSETS

LIABILITIES AND NET ASSETS
LIABILITIES

NET ASSETS

Assets held in trust for employee

pension benefits

TOTAL LIABILITIES AND NET
ASSETS

TOWN OF SMYRNA
STATEMENT OF NET ASSETS - FIDUCIARY FUNDS
DECEMBER 31, 2008
(With Summarized Comparative Data for December 31, 2007)

The accompanying notes are an integral part of these financial statements.

-23-

Police Employee
Pension Trust Pension Trust Totals
Fund Fund 2008 2007
$ 51,188 $ 65,580 $ 116,768 $ 367,693
1,344,546 1,812,385 3,156,931 3,592,666
1,788,431 1,376,837 3,165,268 3,149,975
$ 3,184,165 $ 3,254,802 $ 6,438,967 $ 7,110,334
$ - $ - 3 - $ -
3,184,165 3,254,802 6,438,967 7,110,334
$ 3,184,165 $ 3,254,802 $ 6,438,967 $7,110,334



FOR THE YEAR ENDED DECEMBER 31, 2008
(With Summarized Comparative Data for the Year Ended December 31, 2007)

ADDITIONS AND INVESTMENT
LOSSES

Contributions:
Employer contribution
State aid - police

Total Contributions

Investment Income (Loss):
Interest and dividends
Realized gain on sale of investments
Net (depreciation) appreciation in fair
value of investments
Net Investment Income (Loss)

TOTAL ADDITIONS AND INVESTMENT

GAINS (LOSSES)
DEDUCTIONS

Benefits paid
Administrative expenses

TOTAL DEDUCTIONS
CHANGE IN NET ASSETS
NET ASSETS, BEGINNING OF YEAR

NET ASSETS, END OF YEAR

The accompanying notes are an integral part of these financial statements.

TOWN OF SMYRNA
STATEMENT OF CHANGES IN NET ASSETS - FIDUCIARY FUNDS

Police Employee
Pension Pension
Trust Fund Trust Fund 2008 2007
$ 343,321 $ 493,464 $ 836,785 $ 813,193
89,888 - 89,888 100,387
433,209 493,464 926,673 913,580
146,734 143,854 290,588 271,054
27,894 47,426 75,320 159,864
(694,131) (973,121) (1,667,252) 47,981
(519,503) (781,841) (1,301,344) 478,899
(86,294) (288,377) (374,671) 1,392,479
133,767 82,030 215,797 208,723
42,795 38,104 80,899 73,271
176,562 120,134 296,696 281,994
(262,856) (408,511) (671,367) 1,110,485
3,447,021 3,663,313 7,110,334 5,999,849
$ 3,184,165 $ 3,254,802 $ 6,438,967 $7,110,334

Y



NOTE 1

TOWN OF SMYRNA

NOTES TO THE FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Town of Smyma complies with generaily accepted accounting principles ("GAAPY).
GAAP includes dll relevant Governmental Accounting Standards Board ("GASB")
pronouncements. The accounting and reporting framework and the more significant
accounting policies are discussed in subsequent subsections of this Note.

Financial Reporting Entity

The Town of Smyrna, Delaware (the "Town") was incorporated in 1817, under the provisions
of the State of Delaware. The Town operates under a Council-Manager form of
government and provides the following services as authorized by its charter: public
safety, public works, utilities, culture and recreation, planning and inspection, and
general government,

GASB established the criteria for determining the activities, organizations and functions of
government to be included in the financial statements of the reporting entity. The criteria
used in determining whether such organizations should be included in the Town's
financial reporting entity are financial interdependences, selection of governing
authority, designation of management, ability to significantly influence operations,
accountability for fiscal matters, scope of public service and special financing
relationships.

The Town has determined that no other ouiside agency meets the above criteria and,
therefore, no other agency has been included as a component unit in the Town's
financial statements. In addition, the Town is not aware of any entity which would
exercise such oversight which would result in the Town being considered a component
unit of the entity.

Entity-wide and Fund Financial Statements

The entity-wide financial statements (i.e., the statement of net assets and the statement of
changes in net assets) report information on all of the nonfiduciary activities of the Town.
Governmental activities, which normally are supported by taxes and inter-governmental
revenues, are reported separately from business-type activities, which rely to a significant
extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a
given function or segment are offset by program revenues. Direct expenses are those
that are clearly identifiable with a specific function or segment. Program revenues
include 1} charges to customers who purchase, use or directly benefit from goods,
services or privileges provided by a function or segment, and 2) grants and contributions
that are restricted to meeting the operational or capitai requirements of a function or
segment. Taxes and other items not properly included among program revenues are
reported instead as general revenues.
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NOTE 1

TOWN OF SMYRNA

NOTES TO THE FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Separate financial statements are provided for governmental funds, proprietary funds
and fiduciary funds, even though the last are excluded from the entity-wide financial
statements. Maijor individual governmental funds and major individual enterprise funds
are reported as separate columns in the fund financial statements. All remaining
governmental funds are aggregated and reported as nonmaijor funds. In addition, the
fund financial statements present fiduciary funds by fund type.

Measurement Focus, Basis of Accounting and Financial Statement Presentation

The entity-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when
earned and expenses are recorded at the time liabilities are incurred, regardiess of the
timing of the related cash flows. Property taxes are recognized as revenue in the year for
which they are levied. Grants and similar items (nonexchange transactions) are
recognized as revenue as soon as all eligibility requirements imposed by the provider
have been satisfied.

The entity-wide financial statements report net assets in one of three components.
Invested in net assets, net of related debt consists of capital assets, net of accumulated
depreciation and reduced by the outstanding balances of borrowing attributable to
acquiring, constructing or improving those assets. Net assets are reported as restricted
when constraints placed on net asset use are either externally imposed by creditors (such
as through debt covenants), grantors, contributors, or laws or regulations of other
governments or imposed by law through constitutional provisions or enabling legislation.
Those restrictions affect net assets arising from special revenue and capital funds.
Unrestricted net assets consist of net assets that do not meet the definition of "invested in
capital assets, net of related debt" or "restricted.”

Except for interfund activity and balances between the funds that underiie governmental
activities and the funds that underlie business-type activities, which are reported as
transfers and internal balances, the effect of interfund activity has been removed from
these statements.

The government fund financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accounting. Revenues
are recognized as soon as they become both measurable and available. Revenues are
considered fo be available if they are collected within the current period or soon enough
thereafter to pay liabilities of the current period. For this purpose, the Town considers
property tax revenue to be available if collected within 60 days of the end of the fiscal
period. Revenue from federal, state and other grants designated for payment of specific
Town expenditures is recognized when the related expenditures are incurred,;
accordingly, when such funds are received, they are reported as deferred revenues until
earned. Other revenues, including charges for services and miscellaneous revenues, are
recorded as revenue when received in cash because they generally are not measurable
until actually received.
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NOTE 1

TOWN OF SMYRNA

NOTES TO THE FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (contd)

Expenditures are recorded when the related fund liability is incurred (upon receipt of
goods or services), except for principal and interest on general long-term debt, claims
and judgments, and compensated absences, which are recognized as expenditures to
the extent they have matured. General capital assets acquisitions are reported as
expenditures in governmental funds. Long-term debt issues and acquisitions under
capital leases are reported as other financing sources.

The Town reports the following major governmental funds:

General Fund - This fund is used to account for the general operating activities of the
Town. General government, library, public safety, public works, culture and recreation,
planning and inspections, and the business park are financed through this fund with
receipts from general propery taxes, transfer taxes, licenses and permits, investment
interest, fines, charges for current services, intergovernmental and other revenue.

Capital Reserve Fund - This fund is used to account for the design, construction and
improvement of Town buildings, land improvements, and the purchase and replacement
of vehicles and machinery and equipment.

Nonmajor Governmental Funds - In addition to the above major governmental funds, the
Town includes the Municipal Street Aid, S.A.L.L.E., E.I.D.E., Resource Officer and Forfeiture
funds in their financial statements.

Proprietary funds are accounted for using the accrual basis of accounting. These funds
account for operations that are financed primarily by user charges. The economic
resource focus concerns determining costs as a means of maintaining the capital
investment and management control. Revenues are recognized when they are earned
and expenses are recognized when they are incuired.

These funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and
producing and delivering goods or services in connection with the proprietary fund's
principal ongoing operations. The principal operating revenues of the Town's proprietary
funds are electric and water/sewer charges. Operating expenses for the Town's
proprietary funds include salaries, employee benefits, production costs, supplies and
administrative costs. All revenues or expenses not meeting this definition are reported as
nonoperating revenues and expenses.

The Town reports the following major proprietary funds:
Electric Fund - Used to account for the operation of an electric distribution system,

Water and Sewer Fund - Used to account for the operation of a water supply and sewage
collection system.
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NOTE 1

TOWN OF SMYRNA

NOTES TO THE FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Fiduciary funds account for assets held by the Town as a trustee for individuals, private
organizations and/or governmental units and are, therefore, not available to support the
Town's operations. The measurement focus and basis of accounting for fiduciary funds is
the same as for proprietary funds.

The Town also reports the following fund type:

Pension Trust Funds - These funds are used to account for the assets held by the Pension
Plan in a frustee capacity for the employees of the Town. The Pension Plan, which is part
of the Town’s legal entity, is a single-employer defined benefit pension plan that provides
benefits to Town employees.

All entity-wide and business-type activities and proprietary funds of the Town follow
Financial Accounting Standards Board ("FASB") Statements and Interpretations issued on or
before November 30, 1989, Accounting Principles Board Opinions and Accounting
Research Bulletins, unless those pronouncements conflict with GASB pronouncements.
The Town ailso has the option to follow subsequent private-sector guidance for its
business-type activities and proprietary funds with certain limitations, but has elected not
to do so.

Cash and Cash Equivalents

For the purpose of the statement of cash flows, the proprietary funds consider all highly
liquid investments with an original maturity of three months or less when purchased to be
cash equivalents.

Allowance for Doubtful Accounts

The Town of Smyrna’s water, sewer and electric utilities experience very small iosses from
uncollectible accounts. Water and sewer fees constitute a lien against real property and
usually can be collected in full when title transfers. Only balances that remain after tax
sales are written off each year. Elechic fees do not constitute a lien; however,
maintenance of adequate customer deposits, monthly billing and diligent collection
procedures minimize losses from uncollectible accounts. Accordingly, an allowance for
doubtful accounts has not been estabiished by the Town for its proprietary funds.

Inventories and Prepaid Expenses

Inventories of business-type activities and proprietary fund types are valued at average
cost. Certain payments to vendors reflect costs applicable to future accounting periods
and are recorded as prepaid expenses.

Capital Assets

Capital assets, including property, plant and equipment, are reported in the applicable
governmental or business-type activities columns in the entity-wide financial statements.
The Town has defined capital assets as assets with an initial, individual cost of more than
$5,000; capital projects, inclusive of ancillary costs, in excess of $100,000; and an
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NOTE 1

TOWN OF SMYRNA

NOTES TO THE FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (contd)

estimated useful life in excess of one year. Capital assets may be purchased or
constructed and are recorded at cost. Donated capital assets are recorded at
estimated fair value at the date of donation. The costs of normal maintenance and
repairs that do not add to the value of the asset or materially extend the asset's life are
not capitalized.

Capital assets of the Town are depreciated using the straight-line method over the
estimated useful lives of the related dssets as follows:

Buildings and improvements 50 years
Infrastructure 20-50 years
Land improvements 20-50 years
Machinery and equipment 5-20 years

Compensated Absences

Regular, full-time employees begin to accrue vacation and sick leave when they are
hired; however, they are not eligible to use vacation and sick leave until they have
completed their first six months of employment. Sick leave is accrued at the rate of 12
days per completed year prorated at the rate of one day for each completed month of
service. Employees may accumulate an unlimited number of sick leave days. One-half
of the full amount accumuiated up to 45 days maximum is paid if termination is through
retirement or death. Vacation is accrued for each month of work performed. The
accrual rate increases with years of service up to a maximum of 24 days per year for 20
years of service and over. Accrued vacation is paid to the employees upon termination
of employment for employees who have completed at least six months of continuous
service. In addition, a vacation sell back policy has been instituted, in which case, in
December, an employee has the ability to sell back up to a maximum of five days of
unused vacation leave earned by the employee since the prior December.

Accumulated vacation and sick leave is accrued when incurred in the entity-wide
financial statements and proprietary fund types. A liability is reported in the
governmental funds only if it is expendable from available financial resources.
Historically, the General Fund has been responsible for liquidation of compensated
absences associated with governmental fund activities. Compensated absences
associated with proprietary funds are liquidated from the fund in which the liability was
generated.

At December 31, 2008, accrued compensated absences for governmental activities
totaled $442,695. This total is comprised of accrued vacation leave of $171,492 and
accrued sick leave of $271,203. In addition, ot December 31, 2008, accrued
compensated absences in the business-type activities and proprietary funds totaled
$114,253. This total is comprised of accrued vacation leave of $46,755 and accrued
sick leave of $67,498.
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NOTE 1

TOWN OF SMYRNA

NOTES TO THE FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Long-term Obligations

In the entity-wide financial statements and the proprietary fund types in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities in
the applicable government activities, business-type activities or proprietary fund type
statement of net assets. Bond premiums and discounts, as well as issuance costs, are
deferred and amortized over the life of the bonds using the straight-line method. Bonds
payable are reported net of the applicable bond premium or discount. Bond issuance
costs are reported as deferred charges and amortized over the term of the related debt.

In the fund financial statements, governmental fund types recognize bond premiums,
discounts and bond issuance costs during the current financial period. The face amount
of debt issued is reported as other financing sources. Premiums received on debt
issuances are reported as other financing sources while discounts on debt issuances are
reported as other financing uses. Issuance costs, whether or not withheld from the actual
debt proceeds received, are reported as debt service expenditures.

Payments of long-term obligations are to be funded by the fund that incurred the debt.

Fund Equity

In the fund financial statements, governmental funds report reservations of fund balance
for amounts that are not available for appropriation or are legally restricted by outside
parties for use for a specific purpose. The proprietary funds report the same three
components of net assets as do the entity-wide financial statements. When both
restricted and unrestricted resources are available for use, it is the Town's policy to use
restricted resources first and then unrestricted resources as they are needed.

Property Taxes

Property taxes attach as an enforceable lien on property when levied. All liens continue
until property taxes are paid in full. Taxes are levied on May 1 and are payable on or
before September 30. Taxes paid before May 31 are given a six percent discount. Taxes
paid after the payable date are assessed interest at 1-1/2 percent per month after the
due date. The Town bills and collects its own property taxes. Town property tax revenues
are recognized on a pro rata basis. Delinquent taxes are considered fully collectible
and, therefore, no allowance for uncollectibie taxes is provided. The property tax rate for
2008 was 25.26 cents per $100 of assessed value.

Use of Estimates In the Preparation of Financial Statements

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect certain reported amounts and disclosures. Accordingly, actual results could differ
from those estimates.
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NOTE 2

NOTE 3

TOWN OF SMYRNA

NOTES TO THE FINANCIAL STATEMENTS

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgetary Information

The Town follows these procedures in establishing the budgetary data reflected in the
financial statements:

a.

c

Formal budgetary integration is employed as a management control device during
the year for the General Fund. This budget is adopted on a basis consistent with
generally accepted accounting principles.

The Town Council adopts legal annual budgets for the General Fund and Proprietary
Funds. The Town Council also adopts legal project length budgets for its Capital
Reserve Fund and certain nonmajor governmental funds. Since project periods may
differ from the Town’s fiscal year, a comparison of budgetary information for the
combined Capital Reserve Fund and certain nonmaijor governmental funds would
not be meaningful and has not been presented in the accompanying financial
statements.

The Town Manager is authorized to transfer budget amounts between departments
within any fund; however, any revisions that alter the total appropriations of any fund
must be approved by the Town Council. Therefore, the level of budgetary
responsibility is by total appropriations; however, for report purposes, this level has
been expanded fo a functional basis.

Unused appropriations for all of the above annually budgeted funds lapse at year
end.

For 2008, there were revisions to the legally adopted budgets.

ASH, CASH EQUIVALENTS AND INVESTMENTS

B e e AL LU AR AR AL AR MIARS L ATAITIA LAY

The Town of Smyma as a depositor and an investor generally requires full and continuous
collateralization based upon fair value in the form of:

Obligations of or guaranteed by the United States of America, or

Obligations of the Federal National Mortgage Association, the Federal Home
Mortgage Corporation, Public Housing Authority or an agency or instrumentality of the
United States of America, or

General or revenue obligations of the State of Delaware or its municipalities,
subdivisions, public housing authorities or any agency or instrumentality of the State of
Delaware.

As an investor, the Town of Smyma may invest in any of the above cited instruments
andfor certificates of deposit or repurchase agreements fully collateralized by one or
more of the above-cited instruments.
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NOTE 3

TOWN OF SMYRNA

NOTES TO THE FINANCIAL STATEMENTS

CASH, CASH EQUIVALENTS AND INVESTMENTS (cont'd)

The Town maintains a cash and investment pool that is available for use by all funds. This
pool is displayed on the balance sheet and the statement of net assets as either cash or
investments. Deposits and investments of governmental, proprietary and fiduciary funds
are reported at fair value.

Deposits

Custodial Credit Risk

Custodial credit risk is the risk that in the event of a bank failure, the government's
deposits may not be returned. At December 31, 2008, the carrying amount of the Town's
deposits was $3,291,899 and the bank balance was $3,568,728. Of the bank balance,
$271,067 was covered by federal depository insurance, and $3,297,661 was insured or
registered and the securities held by the Town or its agent in the Town's name.

The above does not include pension fund deposits disclosed in Notes 7 and 8.
Investments

As of December 31, 2008, the Town had the following investments:

U.S. Treasury bills § 2,992,749
Mutual funds 3,200,771
U.S. Treasury notes 502,420

§ 6,695,940

U.S. Treasury bills and notes are securities of agencies of the U.S. Government that have
an implied but not explicit guarantee. Investments in external investment pools, such as
those in mutual funds, are disclosed but not subject to interest rate, custodial, credit or
concentration risks because they are not evidenced by securities that exist in physical or
book entry form.

Interest Rate Risk

The Town has an investment policy that limits investment maturities as a means of
managing its exposure to fair value losses arising from increasing interest rates.
Investments under the Town's investment policy are limited to a maximum maturity at time
of purchase of four years. The Town may, for purposes of the Capital Reserve Fund only,
invest in instruments having a maximum maturity at the time of purchase of 10 years;
provided, however, that the maximum average maturity of the portfolio of the Capital
Reserve Fund shall be seven years. At December 31, 2008, the Town's investments in U.S.
Treasury notes had maturity dates of less than one year.
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NOTE 3

NOTE 4

TOWN OF SMYRNA

NOTES TO THE FINANCIAL STATEMENTS

CASH, CASH EQUIVALENTS AND INVESTMENTS (cont'd)

Custodial Credit Risk

For an investment, custodial credit risk is the risk that, in the event of the failure of the
counterparty, the Town will not be able to recover the value of its investments or collateral
security that are in the possession of an outside party. The Town has no investments
subject to custodial credit risk.

Credit Risk

The Town has an investment policy which limits investment choices to those which are
backed by the full faith and credit of the U.S. Government through either an explicit or
implied manner; obligations of a state, county or city or institutional investment pools with
a Moody's Investor Services rating of "A" or better or an equivalent rating from other
industry-recognized rating agencies; and investments in corporate  bonds and
debentures with a Moody's Investor Services or Standard and Poors rating of at least "AA."
The Town has no investments subject to credit risk.

Concentration Risk

The investment policy of the Town does not limit amounts invested in U.S. Government
guaranteed obligations.

The above does not include pension fund investments disclosed in Notes 7 and 8.

CAPITAL ASSETS

The capital asset activity for the year ended December 31, 2008 was as follows:

Beginning Ending
Balance Increases Decreases Balance

Governmental activities:
Capital assets not being depreciated:
Land $ 1,195,768 § 53,356 & - § 1,249,124
Construction-in-progress 714,069 1,283,250 16,667 1,980,652
Total Capital Assets Not Being

Depreciated 1,909,837 1,336,606 16,667 3,229,776
Capital assets being depreciated:
Buildings and improvements 2,499,454 5,100 - 2,504,554
Infrastructure 14,752,991 574,755 - 15,327,746
Land improvements 572,375 191,351 - 763,726
Machinery and equipment 3,022,392 675,497 126,423 3,571,466

Total Capital Assets Being Depreciated 20,847,212 1,446,703 126,423 22,167,492
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NOTE 4

TOWN OF SMYRNA

NOTES TO THE FINANCIAL STATEMENTS

CAPITAL ASSETS (cont'd)

Less accumulated depreciation for:
Buildings and improvements
Infrastructure

Land improvements

Machinery and equipment

Total accumulated depreciation

Total Capital Assets Being
Depreciated, Net

Governmental Activities Assets, Net

Business-type Activities:

Capital assets not being depreciated:

Land

Construction-in-progress

Total Capital Assets Not Being
Depreciated

Capital assets being depreciated:
Buildings and improvements
Infrastructure

Machinery and equipment

Total Capital Assets Being Depreciated

Less accumulated depreciation for:
Buildings and improvements
Infrastructure

Machinery and equipment

Total accumulated depreciation

Total Capital Assets Being
Depreciated, Net

Business-type Activities Assets, Net

Depreciation expense was charged to the functions as follows:

Governmental Activities:
General government
Public safety
Public works
Planning and inspection
Library
Culture and recreation

Total Depreciation Expense - Governmental Activities

Beginning Ending
Balance Increases Decreases Balance

810,006 48,453 S - 858,459
4,185,514 493,923 - 4,679,437
346,534 15,627 - 362,161
1,857,327 243,142 89,151 2,011,318
7,199,381 801,145 89,151 7,911,375
13,647,831 645,558 37,272 14,256,117
$15,557,668 $1,982,164 $ 53,939 §17,485,893
$ 45,171 $ 40,000 $ - $ 85,171
651,157 921,708 371,672 1,201,293
696,328 961,708 371,572 1,286,464
2,959,171 - - 2,959,171
25,686,283 1,829,677 - 27,515,960
1,186,785 46,492 - 1,233,277
29,832,239 1,876,169 - 31,708,408
498,215 59,118 - 557,333
3,398,783 689,541 - 4,088,324
792,063 72,905 - 864,968
4,689,061 821,564 - 5,510,625
25,143,178 1,054,605 - 26,197,783
$25,839,506 $2,016,313 $ 371,572  $27,484,247

$§ 90,279

128,604

556,676

2,962

12,844

9,780

$ 801,145
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TOWN OF SMYRNA

NOTES TO THE FINANCIAL STATEMENTS

CAPITAL ASSETS (cont'd)

Business-type Activities:

Electric $ 484,263

Water 337,301
Total Depreciation Expense - Business-type Activities $ 821,564
LONG-TERM DEBT
A schedule of changes in long-term debt is as follows:

Beginning Ending Due Within
Balance Increases Decreases Balance One Year

Governmental Activities:
Loans payable $ - 53,356,000 $ 58,921 $3,297,079  § 105,794
Compensated absences 450,759 226,398 263,098 414,059 28,636
TOTAL $ 450,759 $3,582,398 $ 322,019 $3,711,138 $ 134,430
Business-type Activities
Loans payable $7,790,770 § - § 295794 §7,494,976 $ 306,877
Compensated absences 125,080 34,577 45,404 114,253 -
TOTAL $7,915850 $ 34,577 $ 341,198 $7,609,229 § 306,877
Loans Payable
Governmental Activities:
The Town obtained permanent financing in the amount of
$3,365,000. The proceeds of this note will be used to finance
construction for the municipal complex and electrical installation
services for the Four Corners Shopping Center. The loan requires
monthly payments of $21,232, including interest at 4.50%, with a
balloon payment due May 14, 2012, $3,297.079
Total Governmental Activities $3,297.079
Business-type Activities:
Loan payable issued by the Delaware Economic Development
Authority to fund the Town's water main expansion which will serve
the Walmart Distribution Center on Route 300. The loan matures
on May 1, 2013 and bears no interest. Annual principal payments
in the amount of $7,500 are due on May 1. $ 37,500
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TOWN OF SMYRNA

NOTES TO THE FINANCIAL STATEMENTS

Loan payable issued by the Delaware Department of Natural
Resources and Environmental Control and administered by the
Delaware Department of Health and Social Services to fund

a drinking water well located on Carter Road. The loan matures
on May 1, 2024 and bears interest at 2.72% payable on May 1

and November 1.

Loan payable issued by the Delaware Department of Natural
Resources and Environmental Control and administered by the
Delaware Department of Health and Social Services to fund
the North Water Tower. The loan matures on May 15, 2027 and
bears interest at 2.41% payable on May 15 and November 15.

The Town obtained permanent financing in the amount of
$4,644,000 to pay off a Bond Anticipation Note which matured
April 27, 2007. The proceeds from the Bond Anticipation Note
were used to finance the development and construction of an
electric substation. The loan requires monthly payments of
$29,380, including interest at 4.50%, with a balloon payment

due May 14, 2012,

Total Business-type Activities

1,387,445

1,655,318

4,414,713

$7,494.976

An analysis of debt service requirements to maturity on the loans is as follows:

Year Ending

December 31,

2009
2010
2911
2012
2013
2014-2018
2019-2023
2024-2027

Total

Principal

$ 412,671
428,537
445,064

7,058,483
168,100
867,433
985,490

426,277

$10,792,055
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Interest

§ 423,906
408,039
391,511
169,736

61,132
241,527
123,170

18,879

$ 1,837,900

Total

Maturities

$ 836,577
836,576
836,575
7,228,219

229,232
1,108,960
1,108,660

445,156

$12,629,955
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INTERFUND BALANCE AND TRANSFERS

The composition of inferfund transfers for the year ended December 31, 2008 were as
follows:

Transfer to Transfer from
Interfund Transfers Other Funds Other Funds
General Fund S - $ 546,596
Capital Reserve Fund 1,347,405 3,028,962
Water and Sewer Fund 863,990 520,029
Electric Fund 2,347,007 462,815
TOTAL $ 4,558,402 $ 4,558,402

Transfers from the proprietary funds to the General Fund represent Board-approved
transfers to subsidize the operations of the Town's primary government. All other transfers
represent the flow of resources to accommodate the costs of certain capital projects.

POLICE PENSION FUND

Plan Desciiption and Provisions

The Town's Police Pension Fund is a single-employer defined benefit pension plan
established to provide a retirement income to supplement the benefits payable under
Social Security. The full cost of the plan is assumed by the Town. Contributions are not
required of the Town's police officers.

The plan was established as of January 1, 1996, spun off in 1975 to create the current
plans revised as of January 1994. The financial records are maintained on a plan year
which begins each January 1 and ends on December 31.

The plans are administered by the Committee (Plan Administration) which is comprised of
the Mayor and Town Council. The Committee is fully responsible for the plan's
administration, including eligibility for participation and determination of benefits. The
Town Council has delegated the authority to manage certain plan assets to Linsco/Private
Ledger Financial Services and Aetna Life Insurance Company.

As of January 1, 2008, pension plan membership consisted of the following:

Active employees 20
Terminated vested participants 4

Retirees and beneficiaries currently
receiving benefits 8
32
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POLICE PENSION FUND (cont'd)

Police Pension Fund plan benefit provisions are as follows:

All police officers are eligible to participate in the plan after completing one year of
service, if they have attained their 21st birthday and 1,000 hours of confinuous
employment during the plan year.

Effective January 1, 1993, employees who are discharged or resign before qualifying for
retirement benefits will be entitled to 100 percent vested interest in their accrued pension
benefits, payable as of the first day of the month following their normal retirement date
provided that they have completed at least five full years of service to the Town.

The pension plan provides for normal retirement at the earlier of attainment of age 50
and completion of 10 years of participation or completion of 20 years of vesting service;
and for employees hired after April 19, 1999, the earlier of attainment of age 55 and
completion of 10 years of participation, or completion of 20 years of vesting service.

Participant benefits are based on 2-1/2 percent of the three highest years of average
compensation multiplied by benefit service.

There is no provision for early retirement.
Basis of Accounting
The plan’s policy is to prepare its financial statements on the accrual basis of accounting.

Valuation of Investments

In accordance with GASB No. 25, investments are reported at fair value. Shor-term
investments are reported at cost, which approximates fair value. Securities traded on a
national or international exchange are valued at the last reported sales price af current
exchange rates.

The pension plan's unallocated insurance contracts are valued at contract value.
Contract value represents contributions made under the contract, plus interest at the
contract rate, less funds used to purchase annuities and pay administrative expenses
charged by the company.

Deposits

Custodial Credit Risk

Custodial credit risk is the risk that in the event of a bank failure, the government's

deposits may not be returned. At December 31, 2008, the carrying amount and bank
balance of the police pension fund deposits was $51,188. Of this amount, $41,212 was
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POLICE PENSION FUND (cont'd)

insured or registered and the securities held by the Town or its agent in the Town's name;
and $9,976 was equal to the deposits in a federated prime obligations fund held by the
trustee of the pension plan in the Town's name.

Investments

The investment objective of the Town of Smyma Police Pension Plan is to maintain a
balanced portfolio comprised of equity, fixed income and cash equivalent securities
and, as such, is infended to be structured less aggressively than speculative portfolios.

As of December 31, 2008, the Town of Smyma Police Pension Plan had the following
investments:

Fair Value

Domestic equity mutual funds and corporate bonds $ 1,344,546
Unallocated fixed income insurance contracts 1,788,431
Total $ 3,132,977

Investments in external investment pools, such as those in mutual funds and fixed income
insurance contracts, are disclosed but not subject to interest rate, custodial, credit or
concentration risks because they are not evidenced by securities that exist in physical or
book entry form.

Administrative Costs

Administrative costs, including the investment manager, custodial frustee and actuarial
services, are charged and paid by short-term assets of the plan.

Annual Pension Cost

Periodic employer contributions to the pension plan are determined on an actuarial basis
using the entry age normal method assuming an investment return of seven percent and
a compensation increase of 4.5 percent per year. Prior to the 2004 fiscal year, employer
contributions were determined on an actuarial basis using the frozen age entry method.
The change in the Town's funding policy from the frozen age entry method to the entry
age normal method was implemented to eliminate the plan's unfunded actuarial liability
at the end of 15 years from January 1, 2004.

The entry age normal method determines a projected benefit at each active partici-
pant's assumed retirement age assuming future compensation increases. The plan's
normal cost is the sum of each active participant's annual cost for the current year of
service determined such that, if it were calculated as a level percentage of
compensation each year, it would accumulate at the valuation interest rate over the total
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POLICE PENSION FUND (cont'd)

prior and future years of service to the assumed retirement date into an amount sufficient
to fund the projected benefit. The plan's accrued liability is the sum of the accumulation
of each active participant's normal costs attributable to all prior years of service plus the
present value of each inactive participant's future benefits.

Annual Percentage Net Pension
Pension of APC Obligation

Fiscal Year Ended Cost (APC) Contributed (Asset)
12/31/2008 $ 433,209 100.00% $ (128,071)
12/31/2007 $ 434,667 106.82% $ (128,071)
12/31/2006 $ 355,321 91.70% $ (98,442

The above information regarding the Police Pension Fund was taken from the January 1,
2008 Actuarial Valuation presented by Milliman USA, Inc., signed by Graham A. Harrison,
FSA and Jill M. Stanulis, EA dated December 2008,

FULL-TIME EMPLOYEES PENSION FUND

Plan Description and Provisions

The Town's Full-Time Employee Pension Fund is a single-employer defined benefit pension
plan established fo provide a retirement income to supplement the benefits payable
under Social Security. The full cost of the plan is assumed by the Town. Contributions are
not required of the Town's employees.

The plan was established as of January 1, 1996, spun off in 1975 to create the current
plans revised as of January 1994. The financial records are maintained on a plan year
which begins each January 1 and ends on December 31.

The plans are administered by the Committee (Plan Administration) which is comprised of
the Mayor and Town Council. The Committee is fully responsible for the plan's
administration, including eligibility for participation and determination of benefits. The
Town Council has delegated the authority to manage certain plan assets to Linsco/Private
Ledger Financial Services and Aetna Life Insurance Company.

As of January 1, 2008, pension plan membership consisted of the following:

Active employees 49

Terminated vested participants 20

Retirees and beneficiaries currently
receiving benefits

6
75
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FULL-TIME EMPLOYEES PENSION FUND (cont'd)

Full-time Employee Pension Fund plan benefit provisions are as follows:

All full-ime employees are eligible to participate in the plan after completing one year of
service, if they have attained their 21st birthday and 1,000 hours of continuous
employment during the plan year.

Effective January 1, 1993, employees who are discharged or resign before qualifying for
retirement benefits will be entitied to 100 percent vested interest in their accrued pension
benefits, payable as of the first day of the month following their normal retirement date
provided that they have completed at least five full years of service to the Town.

The pension plan provides for normal retirement at age 65 and compiletion of 10 years of
participation, or completion of 25 years of vesting service.

Effective January 1, 2007, participant benefits are based on 2-1/2 percent of the three
highest years of average compensation multiplied by benefit service not to exceed 40
years. Benefits for setvice prior to January 1, 2007 were based on a two percent benefit
multiplier.

Eligibility for early retirement benefit is age 55 and 10 years of vesting service.

Valuation of Investments

In accordance with GASB No. 25, investments are reported at fair value. Short-term
investments are reported at cost, which approximates fair value. Securities traded on a
national or international exchange are valued at the last reported sales price at current
exchange rates.

The pension plan's unallocated insurance contracts are valued at contract value.
Contract value represents contributions made under the contract, plus interest at the
contract rate, less funds used to purchase annuities and pay administrative expenses
charged by the company.

Deposits
Custodial Credit Risk

Custodial credit risk is the risk that in the event of a bank failure, the government's
deposits may not be returned. At December 31, 2008, the carrying amount and bank
balance of the full-time employee pension fund deposits was $65,580. Of this amount,
$46,239 was insured or registered and the securities held by the Town or its agent in the
Town's name; and $19,341 was equal to the deposits in a federated prime obligations
fund held by the trustee of the pension plan in the Town's name.
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FULL-TIME EMPLOYEES PENSION FUND (cont'd)

Investments

The investment objective of the Town of Smyma Fuil-time Employee Pension Plan is to
maintain a balanced portfolio comprised of equity, fixed income and cash equivaient
securities and, as such, is intended to be structured less aggressively than speculative
portfolios.

As of December 31, 2008, the Town of Smyrma Full-time Employee Pension Plan had the
following investments:

Fair Value

Domestic equity mutual funds and corporate bonds $ 1,812,385
Unallocated fixed income insurance contracts 1,376,837
Total $ 3,189,222

Investments in external investment pools, such as those in mutual funds and fixed income
insurance contracts, are disclosed but not subject to interest rate, custodial, credit or
concentration risks because they are not evidenced by securities that exist in physical or
book entry form.

Administrative Costs

Administrative costs, including the investment manager, custodial trustee and actuarial
services, are charged and paid by short-term assets of the plan.

Annual Pension Cost

Periodic employer contributions to the pension plan are determined on an actuarial basis
using the entry age normal method assuming an investment return of seven percent and
a compensation increase of 4.5 percent per year. Prior to the 2004 fiscal year, employer
contributions were determined on an actuarial basis using the frozen age entry method.
The change in the Town's funding policy from the frozen age entry method fo the entry
age normal method was implemented tfo eliminate the plan's unfunded actuarial liability
at the end of 15 years from January 1, 2004.

The entry age normal method determines a projected benefit at each active
participant's assumed retirement age assuming future compensation increases. The
plan's normal cost is the sum of each active participant's annual cost for the current year
of service determined such that, if it were calculated as a level percentage of
compensation each year, it would accumulate at the valuation interest rate over the total
prior and future years of service to the assumed retirement date into an amount sufficient
to fund the projected benefit. The plan's accrued liability is the sum of the accumulation
of each active participant's normal costs attributable to all prior years of service plus the
present vaiue of each inactive participant's future benefits.

-42-



NOTE 8

NOTE 9

TOWN OF SMYRNA

NOTES TO THE FINANCIAL STATEMENTS

FULL-TIME EMPLOYEES PENSION FUND (cont'd)

Annual Percentage Net Pension
Pension of APC Obiligation

Fiscal Year Ended Cost (APC) Contributed (Asset)
12/31/2008 $ 494,464 100.00% $ (346,739)
12/31/2007 $ 415,674 108.09% $ (346,739)
12/31/2006 $§ 238,958 150.40% $ (313,129

The above information regarding the Full-time Employees Pension Fund was taken from
the January 1, 2008 Actuarial Valuation presented by Milliman USA, Inc., signed by
Graham A. Harrison, FSA and Jill M. Stanulis, EA dated December 2008.

POST-EMPLOYMENT RETIREMENT BENEFITS

In addition fo the pension benefits described in Notes 7 and 8, the Town provides post-
employment retirement healthcare benefits for employees that meet eligibility require-
ments. The benefit allows employees to continue under the Town health insurance group
plan with coverage being provided only to the retired employee and his or her spouse
with the following limits:

Employees retiring prior to September 15, 1997

1. The retired employee shall pay 15 percent of the total premium costs.

2. Employees must meet the service time and age schedule at the time they retire from
the Town to be eligible for participation in the plan.

3. Upon the death of the retired employee, spouses are permitted to maintain
individual coverage on the plan, but shall pay 100 percent of the cost.

4. The Town's cost for the spouse's coverage shall not exceed the cost of the retired
employee's coverage.

As of December 31, 2008, two employees were eligible for this benefit.
Employees retiring on September 15, 1997 and thereafter

1. The Town will pay 100 percent of the total premium cost for the retired employee. In
addition, as of December 31, 2004, the Town will pay 85 percent of the health
insurance contract of the spouse and all eligible dependents for eligible retired
police employees, with the retired police employee responsible for the remaining 15
percent.

2. Employees must meet the service time and age schedule at the time they retire from
the Town to be eligible for participation in the plan.

As of December 31, 2008, three employees were eligible for this benefit.
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POST-EMPLOYMENT RETIREMENT BENEFITS (cont'd)

Union Employees
Union employees are excluded from all post-employment retirement benefits.
Post-employment retirement benefits are recognized when paid. Post-employment retire-

ment benefits for the year ended December 31, 2008 totaled $37,128.

DEFERRED COMPENSATION PLAN

The Town offers its employees a deferred compensation plan created in accordance with
internal Revenue Code (IRC) Section 457. The plan, available to all Town employees,
permits them to defer a portion of their salary until future years. The plan is available to
all employees until termination, retirement, death or unforeseeable emergency. The
assets of the plan are held for the exclusive benefit of the plan patticipants and their
beneficiaries, and the assets shall not be diverted for any other purpose. Each
participant directs the investments in his/her respective accounts, and the Town has no
liability for any losses that may be incurred.

COMMITMENTS AND CONTINGENCIES

The Town participates in state and county assisted grant programs. These programs are
subject fo program compliance audits by the grantfors or their representatives. The Town
is potentially liable for any expenditures which may be disallowed pursuant to the terms
of these grant programs. Management is not aware of any material items of
noncompliance which would result in the disallowance of program expenditures.

The Town is a member of the Delaware Municipal Electric Corporation (DEMEC). DEMEC is
a public corporation constituted as a joint action agency and a wholesale electric utility.
DEMEC was established in 1979 and represents nine municipal electric distribution utilities
located in the State of Delaware. DEMEC provides full requirements wholesale electric
power supply service to seven of the nine members, including the Town, through the
operation of owned generation assets and various contractual wholesale supply
contracts with external parties.

The Town purchases 100 percent of its electric supply requirements from DEMEC under a
full requirements service contract that became effective June 1, 2004 and which will
remain in effect unless terminated upon one year's written notice by either party. The
obligation of the Town to purchase and pay for full requirements service, including its
allocated costs under any then current forward contract for capacity and energy
between DEMEC and a third party in effect as of the date of notice of termination, shall
survive the termination of this agreement.
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COMMITMENTS AND CONTINGENCIES (cont'd)

The Town has entered into a separate power sales agreement effective May 1, 2001 to
purchase an interest in the capacity produced by Unit No. 1 of the Warrant F. "Sam"
Beasley Power Station located in Smyrna, Delaware, owned by DEMEC. The Town is
entitled to a percentage of all power supply and ancillary products generated from the
existing nominal 45 MW natural gas-fired combustion turbine generator for the useful life
of the facility.

Under the terms of the various agreements, DEMEC is authorized to act as agent for the
Town in all matters relating to the acquisition and delivery of its wholesale power supply
and management of energy cost risk on behalf of the Town in the deregulated energy
markets,

The Town is actively engaged in the following projects which are not under formal
construction contracts:

Totali
Estimated Expended at
Project Name Cost 12/31/2008
Historic Downtown Electric $ 1,000,000 S 473,893
Town Four Corners 1,700,000 155,497
Municipal Complex 4,000,000 1,300,681
$ 6,700,000 $ 1,930,071

An additional $1,251,874 of construction-in-progress that was not under a formail
construction commitment or placed in service as of December 31, 2008 has been
reflected in the accompanying financial statements.

LAND HELD FOR RESALE

On October 24, 1995, the Town entered into an agreement with the Delaware Economic
Development Office to obtain funding for the purchase of property to be used for the
development of the Smyrna Industrial Park. On July 25, 1996, the Town purchased
95.8286 acres for one million dollars with funds supplied by the State of Delaware
Economic Development Office. In accordance with the agreement, the Town has
provided matching funds equal to the purchase price of the property. The matching
funds were used for infrastructure, consulting and marketing associated with the project.

The Town designated 50.69 acres of the Smyma Industrial Park as land held for resale.

The Town recorded these parcels of land held for resale in its financial records. The
properties held for resale are recorded at the lower of cost or net redlizable value. At
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LAND HELD FOR RESALE (contd)

December 31, 2008, remaining land held for resale totaled $45,080 (4.32 acres), with this
amount offset by a reservation of fund balance in the governmental funds financial
statements. On February 29, 2008, the Town sold this property for an amount totaling
$691,200.

RISK MANAGEMENT
The Town maintains commercial insurance coverage for risk of losses relating to general,
automotive, police professional, public officials and crime. There has been no significant

change in coverage and there have been no losses above insurance limits during the
past year.

ADVANCE PAYMENTS

The Town received an advance payment of impact fees totaling $931,241 in the general
fund. As of December 31, 2008, only an amount totaling $11,908 was an enforceable
legal claim (at the point the fees become nonrefundable). The remaining balance of
$919.333 has been classified as deferred revenue and will be recognized as revenue
over fime as the Town is able to establish an enforceable legal claim to these resources.

SUBSEQUENT EVENTS

The Town Council, at its meeting on April 20, 2009, passed a resolution authorizing the
Town fo borrow an amount not to exceed $3,768,000 from the Delaware Drinking State
Revolving Fund available under the American Recovery and Reinvestment Act to
construct a number of projects to improve and upgrade the Town's water distribution
system.

The Town Council, at its meeting on May 18, 2009, passed a resolution authorizing the
Town to borrow up to the fotal sum of $6,008,000 from the Delaware Water Pollution
Control Revolving Fund to finance a number of municipal projects to improve, upgrade
and expand the Town of Smyrna wastewater system.
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TOWN OF SMYRNA, DELAWARE
SCHEDULE OF FUNDING PROGRESS - PENSION PLANS

REQUIRED SUPPLEMENTARY INFORMATION

(1) (2) 3) (4) () (6)
Unfunded
Unfunded (assets in
. . Percenta (assets in excess of)
Calendar | Actuarial Actuarial e g excess of) Annual Accrued
Value of Accrued Covered -
Year Assets Liability Funded Accrued Liability
(1(2) Liability Payroll as a % of
(2)-(1) Payroll
(4)/(5)
POLICE
1/1/04 $2,125,582 $2,979,009 71.35% $ 853,427 | $ 850,731 100.32%
1/1/056 $2,470,563 | $4,283,237 57.68% $1,812,674 | $ 888,480 204.02%
1/1/06 $2,798,043 $4,781,778 58.51% $1,983,735 | $1,033,220 191.99%
1/1/07 $3,302,971 $5,218,074 63.29% $1,915,103 | $1,051,536 182.12%
1/1/08 $3,760,111 $5,726,593 65.66% $1,966,482 | $1,606,144 122.43%
FULL-TIME EMPLOYEE
1/1/04 $2,053,994 $2,626,331 7821% | $ 572,337 | $1,319,652 43.37%
1/1/05 $2,415,258 | $2,807,982 86.01% | § 392,724 | $1,495,680 26.26%
1/1/06 $2,730,679 | $3,846,596 70.99% | $1,115917 | $1,699,532 65.66%
1/1/07 $3,341,855 $4,477,833 74.63% $1,135,978 | $2,005,968 56.63%
1/1/08 $3,954,617 $5,218,240 75.78% $1,263,623 | $2,309,773 54.71%

Effective for the year beginning January 1, 2004, actuarial valuations were calculated using the entry
age normal actuarial cost method. Prior year actuarial valuations were calculated using the frozen
age entry actuarial cost method.

The above information regarding the Police and Full-time Employee Pension Funds was taken from

Actuarial Valuations presented by Milliman, USA Inc., signed by Graham A. Harrison, FSA and Jill M.
Stanulis, EA.
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200 Springer Building
3411 Silverside Road

REPORT ON INTERNAL CONTROL ""“m“’g;g;‘g’gg‘g‘;ggc 19810
OVER FINANCIAL REPORTING AND ON T
COMPLIANCE AND OTHER MATTERS BASED FAX: 302.478.0133
ON AN AUDIT OF FINANCIAL STATEMENTS www.btcpa.com

info@btcpa.com

PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

August 17, 2009

To the Honorable Mayor and Town Council
Town of Smyma
Smyrna, Delaware

We have audited the financial statements of the Town of Smyrna, Smyrna, Delaware as of and for the
year ended December 31, 2008 and have issued our report thereon dated August 17, 2009.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Town of Smyma’s internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Town of Smyrna's internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the Town's internal control over financial reporting.

A control deficiency exists when a design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the Town's ability fo initiate, authorize, record, process or
report financial data reliably in accordance with generally accepted accounting principles such that
there is more than a remote likelihood that a misstatement of the Town's financial statements that is
more than inconsequential will not be prevented or detected by the Town's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results
in more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the Town's internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in the internal
control that might be significant deficiencies and, accordingly, would not necessarily disclose all
significant deficiencies that are also considered to be material weaknesses. We did not identify any
deficiencies in internal control over financial reporting that we consider to be material weaknesses, as

defined above. BAI{BA@NE
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To the Honorable Mayor and Town Council
Town of Smyrna

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Town of Smyrna’s financial statements
are free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts, However, providing an opinion
on compliance with those provisions was not an objective of our audit and, accordingly, we do not
express such an opinion.

The results of our tests disclosed no instances of noncompliance or other matters that is required to be
reported under Government Auditing Standards. However, we noted other matters that we have
reported fo management of the Town of Smyrna in a separate letter dated August 17, 2009.

This report is intended solely for the information and use of the Mayor, the Town Council and manage-
ment, and is not intended to be and should not be used by anyone other than these specified parties.
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